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Local Unemployment Statistics: How Good Are They?
George A. Erickcek and Christine R. Fahndrich
Local area unemployment statistics (LAUS) often serve 
as the principal measure of the health of area economies, 
with little consideration of their accuracy. The LAUS are 
derived from a federally mandated procedure, consisting of 
46 separate calculations, that has remained relatively 
unchanged over the past decade. In this discussion paper, 
we compare the local area unemployment statistics with 
1980 and 1990 Census unemployment rates for all 83 coun 
ties in Michigan. We conclude that local unemployment 
rates should not be interpreted as indisputable facts, but 
rather as good-faith estimates that are becoming increas 
ingly unreliable. We then suggest possible reasons for the 
expanding divergence between LAUS estimates and Census 
unemployment rate statistics throughout the 1980s.
How are Labor Market Statistics Compiled? 
National
On the first Friday of every month, the Bureau of Labor 
Statistics of the U.S. Department of Labor releases the 
national unemployment rate for the previous month. This 
estimate is based on the monthly Current Population Survey 
(CPS), conducted nationwide. Roughly, 59,500 households 
are contacted in the survey, representing almost 1 in every 
1,400 households in the country. Members of each house 
hold are asked, in person, a specific and detailed set of ques 
tions to determine their present employment status and 
classifications.
Local
Due to its size, Michigan is one of just 11 states for 
which the CPS monthly sample is large enough to allow for 
direct estimations of the state unemployment rate. For the 
remaining 39 states and for all local labor market areas, the 
monthly sample of the CPS is simply too small to establish 
meaningful unemployment estimates. Thus, the Michigan 
Employment Security Commission (and the employment 
security commissions in all other states) uses a method stan 
dardized by the federal government, LAUS, to derive the 
local area statistics. 1
In contrast to the CPS, which surveys households, LAUS 
estimates are primarily based on a monthly current estab 
lishment survey (CES), conducted by labor analysts from 
MESC, and the state's unemployment insurance (UI) 
records. Because the number of employed are counted by 
place of work rather than residence, the nonfarm wage and 
salary series of LAUS differs from CPS employment esti 
mates in four major ways:
(1) Workers maintaining more than one job are counted 
each time they appear on a payroll record, which 
may inflate the actual number of employed individu 
als.
(2) Workers who commute to work outside their local 
labor market are also counted outside their local 
labor market, e.g., workers who live in Battle Creek 
and work in Kalamazoo are erroneously eliminated 
from Battle Creek area employment totals and added 
to Kalamazoo totals. To correct for the problem of 
commuters, the following adjustment factor is used: 
CES employment is multiplied by the ratio of the lat 
est decennial census of wage and salary employment 
and the annual average establishment-based estimate 
of wage and salary employment during the census 
year.
(3) Unpaid family workers, agricultural workers, domes 
tics in private households, and the self-employed are 
also excluded in the CES. Employment estimates for 
these individuals are based upon the local count 
completed in the most recent decennial census, 
which is annually updated using national trends 
based upon the national CPS.
(4) There is no way the CES can count new entrants into 
the labor force, such as a spouse deciding to look for 
work outside the home or a new graduate seeking a 
first job.
Although the nonagricultural wage and salary estimates 
account for almost 90 percent of all employment nationally, 
the above-listed differences may be significant at the local 
level.
For developing its total unemployment estimates, LAUS 
utilizes state-collected unemployment insurance claims. 
Along with current claimants, the UI enumeration also 
includes independent estimates for those people who:
• have exhausted their benefits,
• are disqualified from receiving benefits,
• filed late claims,
• have not filed at all, or
• are entering or reentering the labor force.
Estimates are also made for unemployed persons whose 
employment was not covered by state UI laws, such as self- 
employed individuals, unpaid family workers, and nonprofit 
school or religious institution employees. By aggregating 
these estimates with the definitive UI count, the total num 
ber of unemployed is obtained.
Who is Counted as Being Unemployed?
• The Unemployment Rate is the Total Number of 
Unemployed Persons divided by the Civilian Labor 
Force (the sum of employed and unemployed indi 
viduals).
• Unemployed individuals are those who do not have 
a job and have been actively searching for work. 
Persons absent from work due to illness, vacation, 
involvement in industrial disputes, bad weather or 
other personal reasons are not counted among the 
unemployed. On the other hand, an individual wait 
ing to begin a new job within 30 days or anticipating 
a recall from layoff is counted as being unemployed, 
even if s/he is not engaged in job-seeking activities.
• Employed persons have completed any work of any 
duration for pay or profit during the survey week. In 
addition, individuals who worked 15 hours or more 
without pay in a family-operated enterprise are also 
included in the employment total.
Excluded from consideration in the unemployment
measure:
• Underemployed individuals are unable to work as 
many hours each week as they prefer due to prevail 
ing economic or business conditions. This group 
includes people who normally work full time, but 
whose hours have been temporarily decreased for 
such reasons as inventory surplus or material short 
age. Persons who have accepted part-time jobs 
because they were unable to find full-time employ 
ment are also classified as underemployed.
•Discouraged Workers, or the "hidden unem 
ployed," are those who desire full- or part-time 
work, but do not actively seek any form of employ 
ment because they believe they would be unable to 
find a job.
Unfortunately, LAUS may produce unreliable results 
since the actual counts of UI claims—the core measurable 
statistic—constitutes, on average, only about 40 to 45 per 
cent of the unemployment rate estimations. Hence, approxi 
mately 60 percent of the total unemployment number 
developed by the LAUS procedure mainly depends upon 
national trend estimates. Moreover, these estimated statis 
tics fluctuate significantly with business cycles.
Further, LAUS in Michigan are weighted to match state 
wide CPS estimated unemployment totals. In some extreme 
instances, the core number of the definitive count of UI 
claims for a local area may be doubled when adjustments 
are made to the state total. This procedure again contributes 
to the chance for error in estimating the number of unem 
ployed individuals in a local area.
Along with these inherent difficulties, LAUS also 
diverges from CPS estimates in the following important 
manners:
(1) Misclassifications in terms of labor force status can 
occur if the state allows the UI recipient to earn a 
certain amount of pay from employment in the certi 
fication week without it affecting his/her benefit eli 
gibility status as an unemployed person. In 
Michigan, individuals on UI can earn as much as 
one-half of their weekly UI payments—that is, be 
employed—and still receive UI.
(2) Visiting or temporary claimants may also enlarge 
LAUS estimates of the number of unemployed indi 
viduals, since UI counts do not depend on the usual 
place of residence.
So How Good are Local Unemployment Estimates?
It is only with the publication of the decennial census 
that researchers are provided the opportunity to test the 
accuracy of local area unemployment estimates. Conducted 
during the first week of April, the U.S. Census asks approxi 
mately 18 percent of all households a series of questions 
regarding labor force status of their members. Thus, for 
March 1980 and March 1990 we have survey information 
from which to compare the LAUS labor force estimates for 
all 83 counties in Michigan.
We found that the Census estimates differed a great deal 
from LAUS unemployment rates. Table 1 lists the 15 coun 
ties in the state that had the highest absolute differences 
between the LAUS unemployment rate and the U.S. Census 
unemployment rates for 1980 and 1990. Included in this list 
are the state's largest county, Wayne, and many of Michi 
gan's smallest counties. More disturbing in examining these
data, however, is that, with the exception of Gladwin 
County, the difference between the LAUS unemployment 
rate and the U.S. Census-surveyed rate grew between 1980 
and 1990. Table 2 lists the six metropolitan counties in West 
Michigan. Of all West Michigan metropolitan counties, the 
largest error occurred in Ottawa County, where the actual 
unemployment rate was 1.7 percentage points below the 
LAUS estimate.
Table 1
Differences in LAUS and Census
Unemployment Rate Estimates





















































































Differences in Unemployment Rate Estimates 







































employed. As derived from Table 3, LAUS March 1980 
estimates for civilian labor force and the number of individ 
uals employed were, on average, too high by 4.1 percent 
and 4.7 percent, respectively. Fortunately, the two errors 
tended to cancel each other, with the result that the esti 
mates for the number of individuals unemployed were, on 

















Such errors in estimating a county's unemployment rate 
may arise from over- or underestimating a county's civilian 
labor force and/or the number of county residents





Ordinary Least Square estimates:
Census Variable = a + b (MESC Variable).
All coefficients are significant at the 1 percent level.
In March 1990, LAUS estimates of the number of indi 
viduals in the labor force and those working were closer to 
the Census-surveyed estimates than in 1980. On average, 
LAUS estimates of the number of civilian labor force were 
just 0.9 percent lower than the Census estimates, and LAUS 
yielded employment estimates that were just 2.0 percent too 
high on average. Unlike 1980, however, these errors were 
cumulative: an underestimation of the civilian labor force 
combined with an overestimation of the number of individ 
uals employed yielded estimates of the number of unem 
ployed that were about 42.2 percent too large.
In general, LAUS estimates of civilian labor force and 
number employed on the county level were better in 1990 
than in 1980, while its estimates of the number of unem 
ployed were wide of the mark in 1990. Moreover, LAUS 
estimates of county-level unemployment rates and labor 
force participation rates (percent of individuals 16 years and 
older in the labor force) deviated significantly in both 1980 
and in 1990. In 1980, LAUS unemployment rate estimates 
were 43 percent higher than the Census estimates. In 1990, 
on average, LAUS unemployment rate estimates were over 
twice as high as those reported in the 1990 Census.
This expanding disparity between the LAUS estimates of 
local unemployment numbers and rates and those of the 
Census warrants further examination into possible structural 
economic changes that could, at least partially, explain it. 
During the 1980s, the economies of many Michigan coun 
ties went through a very wrenching period. Statewide, man-
ufacturing employment dropped by 55,300 jobs or by 5.5 
percent In many counties, the drop was much more severe. 
During this time period, service employment continued to 
grow, as did the number of self-employed individuals. 
Moreover, employment growth in service-producing sec 
tors, as well as in manufacturing, occurred predominantly in 
smaller establishments.
While the CES includes the area's larger employers— 
typically in manufacturing—it is not of sufficient size to 
reach the growing number of small firms. Hence, changes in 
the structure of a local economy from a manufacturing base 
to a more predominant service base could increase the like 
lihood of error in the estimation of the local unemployment 
rate. In particular, declining manufacturing employment 
could cause the LAUS method to overestimate employment 
reductions since the CES may miss offsetting employment 
growth in smaller service establishments. At the same time, 
the increase in the number of UI claims filed by laid-off 
manufacturing workers would be captured by the LAUS 
method, but the decline in unemployment caused by an 
increase in employment at a small firm may not As a result, 
LAUS may overestimate an area's number of unemployed 
workers and its unemployment rate.
A local increase in the number of self-employed persons, 
relative to the nation, could also result in LAUS estimates of 
the number of unemployed individuals being too large. 
Since LAUS estimates of the number of employed individu 
als is fairly unresponsive to changes in local area self- 
employed relative to the nation, on average LAUS would 
underestimate local employment growth due to an increase 
in self-employed workers. Simultaneously, an increase in 
self-employed workers would be only partially reflected in a 
decrease in UI claimants. Hence, LAUS unemployment 
numbers and unemployment rate estimates would be too 
high.
The impact of an increase in agricultural employment, 
relative to the nation, on the LAUS measurement of the 
unemployed is unclear. The number of unemployed agricul 
tural workers is estimated as a fraction of the number of 
employed agricultural workers. If the estimated fraction is 
too small, then the LAUS method would underestimate the 
number of individuals unemployed, and vice versa.
Finally, the larger metropolitan areas in the state, such as 
Detroit, Grand Rapids, and Lansing, are in multicounty 
labor market areas, making the county-level unemployment 
estimation even more difficult.
To test these hypotheses we developed the following 
regression model:
= bO + bl (metre status) + b2 (agr90-agr80) 
+ b3 (se90-se80) + M (mfg90-mfg80)
where:





the difference in the number of 
unemployed estimated by the 1990 
Census and the LAUS method
1 if the county is in a multicounty 
metropolitan area
0 if the county is a single-county 
labor market area
change in agricultural employment 
from 1980 to 1990, relative to the 
U.S.
change in the number of self- 
employed from 1980 to 1990, rela 
tive to the U.S.
Change in manufacturing employ 
ment from 1980 to 1990
This model's results are shown in Table 4 and support the 
hypotheses set forth above. All of the explanatory variables 
hold the correct sign and are significant, except for the met 
ropolitan control variable, at the 5 percent level. The 
explanatory variables account for 98 percent of the variation 
in the dependent variable.
Table 4 
Model Results
Dependent variable: Difference between Census and LAUS 
estimated number of unemployed 
individuals in March 1990.
= bO + bl (metro dummy) + b2 (agr90-agr80) 


























Being included in a multicounty urban labor market area 
increases the difference between the Census and LAUS sta 
tistics by approximately 470 individuals, on average. Over 
all, LAUS tends to underestimate the number of
unemployed in the individual counties contained in a multi- 
county labor market.
A 10 percent increase, relative to the nation, of a coun 
ty's workforce in agriculture during the 1980s would pro 
duce a LAUS estimate of the number of unemployed which 
is lower than the Census survey estimate by approximately 
800 individuals. In contrast, a 10 percent increase in the 
number of self-employed individuals, in relation to the U.S., 
would cause the LAUS estimate to be higher than the Cen 
sus estimate by 1,870 individuals. Finally, a decline of 100 
manufacturing jobs during the 1980s is estimated to result 
in the LAUS estimate of the number of unemployed to be 
higher than the Census estimate by 33 individuals.
Using the estimates produced by our regression model to 
adjust the March 1990 LAUS estimates, a closer fit to the 
Census estimate for the number of unemployed workers 
was achieved. Two criteria used were to test whether the 
adjusted LAUS is a better estimator: mean square error 
(MSB) and mean absolute deviation (MAD). MSE is the 
sum of the squared difference between the Census estimate 
and the LAUS or adjusted LAUS estimate for all counties. 
MAD is the sum of the absolute difference between the 
Census estimate and either the LAUS or adjusted LAUS 
estimate for all counties.
Table 5
Evaluating Alternative Unemployment Estimates 
Using the Model Results Shown in Table 4
Adjusted 
_______________________LAUS LAUS
Number of individuals unemployed
Mean square error (MSE) 26,140,713 535,520 
Mean absolute deviation (MAD) 97,643 43,487
Unemployment rate
Mean square error (MSE) 900 1,500 
Mean absolute deviation (MAD) 178 290
where: 
MSE = sum of (LAUS -Census) squared
MAD = sum of absolute difference between 
LAUS and Census
MSE for the adjusted LAUS estimates of the number of 
unemployed was just 2.0 percent of that for the unadjusted 
LAUS, and MAD was cut in half. By taking into consider 
ation the structural changes that occurred in the individual 
counties during the 1980s, better estimates for the number 
of unemployed are given.
Our model does not improve LAUS estimates for the 
local area unemployment rates, however. As shown in Table 
5, MSE and MAD for the adjusted LAUS estimates of local 
unemployment rates are larger than the unadjusted esti 
mates. Since the unemployment rate depends both on the 
number of individuals unemployed and employed, it is clear 
that making improvements on one of the variables is not 
enough.
Conclusions
Based upon the above findings, we must caution regional 
analysts about using local unemployment rates as the sole 
measure of the economic health of local economies. We 
have shown, using 1980 and 1990 Census data, that not only 
does the LAUS method generate estimates for the number 
of unemployed individuals that are, on average, too high, 
but also that the inaccuracy of these estimates has grown 
during the 1980s.
Structural changes in local labor markets have eroded the 
effectiveness of local CES data and UI claims information 
for providing good unemployment statistics. Our analysis 
does not suggest the methodology used in LAUS is theoreti 
cally or statistically flawed, but that the declining role of 
manufacturing and the increase in small service-producing 
establishments have undermined the ability of the CES and 
UI records to monitor changes in local unemployment.
Due to budget constraints, the likelihood of replacing the 
LAUS methodology with a local area household survey- 
based estimation procedure is very small. Thus, it is our first 
recommendation that regional analysts track the monthly 
change in employment as recorded in the local area estab 
lishment survey (CES) as a measure of the economic vital 
ity of local economies. Second, further study is warranted to 
see if adjustments can be made in the LAUS method to 
account for the structural changes that have occurred in 
most local labor markets in the 1980s.
NOTE
1. For those interested in examining the complete methodology used in 
estimating local labor market statistics, see U.S. Department of Labor, 




Consumers Make a Surprise Raid on Their Piggy Banks
George A. Erickcek
Total employment grew 0.3 percent in the metropolitan areas of West Michigan during the third quarter of 1992. 
Unfortunately, the third-quarter jump in national sales of consumer durable goods had little impact on the West Mich 
igan economy. In the coming months, employment is expected to remain relatively unchanged in West Michigan. 
Long-term employment growth in the region, as well as the state, depends upon the long-awaited announcement by 
General Motors of future plant closings.
The National Setting
Gross Domestic Product (GDP) rose at a surprisingly 
strong 2.7 percent average annual rate in the third quarter of 
1992. Most forecasters were expecting a rate of growth that 
was closer to the 1.5 percent average annual rate recorded in 
the second quarter. Consumer spending, an increase in 
inventories, and a rush of military expenditures were the 
major forces in the third quarter that, finally, pushed GDP 
above the high point attained before the 1990 recession. The 
bad news is that it took this recovery more than twice as 
long as the average recovery to reach this level.
Chart 1
Gross Domestic Product
(Percent change from preceding quarter
at seasonally adjusted annual rates)
0.095
1988 1989 1990 1992
Consumer expenditures rose at a 3.4 percent average 
annual rate in the third quarter, after falling at a slight 0.1 
percent annual pace in the previous quarter. Retail sales 
were fairly flat in the last two months of the third quarter, 
but jumped 0.9 percent in October, the largest rise since 
July.
An increase in home purchases triggered by low mort 
gage rates was a principal driver in the increase in consumer 
spending. While personal expenditures on autos declined at 
a 0.8 percent annual rate in the quarter, consumer spending 
on furniture and household appliances rose at a sharp 14.3 
percent annual pace. Overall, consumer spending on dura 
ble goods increased at an 8.6 percent annual rate. Expendi 
tures on consumer nondurables grew at a 1.7 percent rate, 
while expenditures on services grew at a 3.1 percent rate.
Inventories rose by $14.7 billion (annual rate) in the third 
quarter. Change in inventories accounted for about 22 per 
cent of the quarter's overall growth. Even with this increase, 
however, the ratio of nonfarm inventories to final sales 
stood at 2.57, lower than at any time over the past six quar 
ters. This should abate any fears that this quarter's stockpil 
ing of inventories will depress future production.
The final force pushing GDP in the third quarter was 
government spending, which rose at a 3.5 percent annual 
rate due to a strong jump in military outlays. Defense spend 
ing rose at a 6.9 percent pace after declining in the previous 
five quarters. Federal expenditures for nonmilitary goods 
and services declined at a 1.4 percent annual rate, while 
state and local expenditures were flat.
The quarter's increase in consumer expenditures may be 
short-lived, however, as it was not supported by income
gains. Real, after-tax income was flat in the quarter, after 
growing at a marginal 1.2 percent annual rate in the previ 
ous quarter. Consumers raided their savings and increased 
their debt burden to pay for the quarter's shopping bill. Per 
sonal savings as a percentage of disposable personal income 
fell from 5.3 percent in the second quarter to 4.5 percent in 
the third. Moreover, consumer credit rose $1.61 billion in 
September.
Chart 2
Real Per Capita Disposable Income
(Percent change from preceding quarter
at seasonally adjusted annual rates)
1988 1989 1990 1991 1992
Although consumers did not allow a lack of income 
growth to dampen their urge to shop, their confidence in the 
economy is not strong. The Conference Board's Consumer 
Confidence Index dropped 4.3 points in October. However, 
the University of Michigan Index of Consumer Sentiment 
jumped up in November. Flat real income growth and 
increased consumer debt contributed to the increase in con 
sumer uncertainty, but the overriding factor on consumers' 
minds is the lack of jobs.
The nation's unemployment rate dropped to 7.4 percent 
in October, but is still not far below its June high of 7.8 per 
cent. That's the good news; the bad news is that the drop 
was due mostly to people leaving the labor force and does 
not signal any significant improvement in the job market. 
Only 27,000 jobs were created in October, after a loss of 
nearly 200,000 jobs from July to September.
The lack of job growth, nationwide, reflected productiv 
ity increases, ongoing restructuring of managerial functions, 
and a sluggish global market. Labor productivity jumped at 
a 2.6 percent annual rate in the third quarter, after rising 
only 1.7 percent in the second quarter. With output per 
worker growing at nearly the same rate as the GDP, there is 
little room for employment growth.
The weakness of the global economy, especially in the 
European Community, put a damper on our national econ 
omy in the third quarter. Exports grew at a slow 1.9 percent 
annual rate in the third quarter; in contrast, imports sailed in 
at a 6.9 percent annual rate. Auto imports were down, while 
capital goods, excluding autos, rose at a sharp 26.2 percent 
annual rate. Despite the decreased value of the dollar rela 
tive to other major currencies, American industry still finds 
foreign-produced capital equipment a better value.
Trade with the European Community may be entering 
rough waters if the current compromise is not ratified in the 
troubled General Agreement on Tariffs and Trade (GATT) 
talks. The stumbling block of the perceived unfair trading 
policies toward U.S. farmers may seem insignificant, but it 
may be enough to ignite a harmful trade war. European sub 
sidies of domestic soybeans, sunflower seeds, and other oil 
seeds have cut U.S. shipments nearly in half since the early 
1980s. U.S. trade negotiators have threatened to slap retalia 
tory tariffs on as much as $1 billion of European imports. 
The European Community would be expected to respond to 
that with sanctions of their own.
hi addition to sluggish international conditions, low 
interest rates have yet to ignite investment expenditures 
here at home. Expenditures on nonresidential structures fell 
at a steep 17.7 percent in the third quarter, and spending on 
residential structures inched upward at an anemic 0.4 per 
cent annual rate. On the bright side, expenditures on pro 
ducers' durable equipment rose at an 8.5 percent pace, 
pushed by a large increase in purchases of computers and 
related equipment
Chart 3
United States Employment 
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SOURCE: U.S. Department of Labor.
The spread between long-term and short-term interest 
rates remains high, although the current inflation picture is 
quite reassuring. At the same time, the current 6 percent 
prime rate is unusually high relative to short-term Treasury 
bills. Some banks, still under pressure to improve the qual 
ity of their assets and increase their profitability, are finding 
risk-free Treasury bonds and notes more attractive than risk- 
bearing business or household loans, hi August, the share of 
government securities in bank portfolios increased to a 
record high of 21.4 percent.
Chart 4
Michigan Employment 
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ment Security Commission data.
Fortunately, there are indications that the loan dearth 
may be ending. The Federal Reserve Board reported that 
bank loans to small and medium-sized businesses increased 
in September, after declining for nearly a year.
hi summary, business conditions facing manufacturers 
are improving at the national level. Credit is becoming more 
accessible. The U.S. Labor Department's Index of Employ 
ment Costs, including both wages and benefits, continues to 
be stable; in fact, wages posted the smallest quarterly 
advance in 10 years during the third quarter. The National 
Purchasing Managers Index climbed to over the 50 percent 
mark in October, after falling to 49 percent in September. 
The Index now stands at 50.6 percent, suggesting an 
expanding manufacturing sector. Finally, the Wall Street 
Journal survey of 621 companies found that corporate net 
income in the third quarter rose 30 percent from a year ear 
lier.
Outlook for Michigan
Total employment remained unchanged in Michigan in 
the third quarter of 1992, as employment declines in manu 
facturing were offset by gains in government and construc 
tion. The short-term outlook calls for modest employment 
gains in the state's service-producing sector, but continued 
sluggish conditions in the state's goods-producing sectors. 
The long-term forecast hinges on General Motors' soon-to- 
be-released announcement on possible plant closings.
Employment in the state's goods-producing sector fell 
0.4 percent in the third quarter, after increasing 0.1 percent 
in the previous period. A 0.7 percent increase in employ 
ment in the state's construction sector was erased by a 0.6 
percent employment decline in its much larger manufactur 
ing sector.
Both Ford and General Motors lost money in the third 
quarter, while Chrysler, riding high on its minivan sales, 
reported a $202 million gain in net earnings. General 
Motors lost $752.9 million in the third quarter, despite solid 
gains in European markets. In sharp contrast, Ford lost $159 
million, due to its weak European operations. In the U.S., 
Ford is gaining market share as its Taurus competes against 
Honda's Accord as the nation's best-selling car.
Chart 5
Michigan and West Michigan Indexes 









Car sales were up during the final weeks of October, due 
mostly to robust light truck sales. Currently, analysts are 
expecting auto and light truck sales to reach 12.9 million 
units by year's end. According to Ward's Auto World, auto 
sales should reach 13.9 percent in 1993. General Motors' 
share of the auto market is expected to slide down to under 
35 percent next year, while Ford will keep its 21 percent 
share. Chrysler is expected to grab a 9.3 percent share in 
1993, up a full percent from this year.
Table 1
Michigan (Statewide) Statistics 
(Adjusted for seasonal variations)
Measure
1992 








Goods producing.................... 1,026,470 1,030,770 -0.4 1,026,340 0.0
Construction & mining ............. 127,150 126,260 0.7 128,320 -0.9
Manufacturing.................... 899,320 904,510 -0.6 898,010 0.1
Durable goods.................. 665,040 669,870 -0.7 668,400 -0.5
Nondurable goods............... 234,280 234,640 -0.2 229,610 2.0
Private service producing ............. 2,201,970 2,200,910 0.0 2,202,550 0.0
Transportation & pub. utilities ....... 156,320 156,750 -0.3 157,350 -0.7
Wholesale trade................... 194,270 194,490 -0.1 196,940 -1.4
Retail trade ...................... 719,840 720,410 -0.1 726,110 -0.9
Finance, insurance & real estate ...... 188,080 188,450 -0.2 189,000 -0.5
Services......................... 943,470 940,800 0.3 933,150 1.1
Government........................ 634,260 629,830 0.7 627,380 1.1
Total ............................. 3^62,700 3,861,500 0.0 3^56,260 0,2
Unemployment 
Number unemployed................. 411,377 412,070 -0.2 399,718 2.9
Unemploymentrate.................. 8.9 9.0 -1.1 8.9 0.0
State indexes 
Help-wanted ads: 
Detroit.......................... 108 105 2.9 100 8.0
West Michigan (5 MSAs)........... 204 207 -1.4 180 13.3
Leading indicators................... 131 136 -3.7 130 0.8
Local components: 
Average weekly hours............ 41.2 42.0 -1.9 41.9 -1.7
UI initial claims................. 25,758 23,387 10.1 23,171 11.2
New dwelling units8 ............. 36,470 39,613 -7.9 37,600 -3.0
SOURCES: WE. Upjohn Institute for Employment Research. Based on dwelb'ng data from F. W. Dodge Division, McGraw Hill Information Systems
Company, Detroit help-wanted index from The Conference Board and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to founding.
a. New dwelling unit data are seasonally adjusted annual rates.
Table 2 
West Michigan (5 MSAs) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems
Company, ad counts from five daily newspapers and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to founding.
a. New dwelling unit data are seasonally adjusted annual rates.
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The long-term forecast for the auto industry in Michigan 
rests solely on General Motors' plant closing plans. GM has 
yet to identify the seven plants previously slated for closing. 
Unfortunately, some auto analysts now expect the number 
to be more. GM has announced that it will cancel the 
planned overhaul of its older "A Body" cars sold as the Old- 
smobile Cutlass Ciera and Buick Century. A key element of 
GM's cost-cutting strategy is to produce just one mid-sized 
vehicle chassis or platform. Currently, GM has three sepa 
rate lines of mid-sized, front-wheel-drive vehicles.
The problem facing GM can clearly be seen in the recent 
average-labor-cost-per-car estimates made by Harbour and 
Associates of Troy, Michigan. According to their findings, 
GM's per car average is nearly $800 more than Ford and 
$300 more than Chrysler. Since 1980, Ford has improved its 
assembly productivity by 36 percent, Chrysler by 33 percent 
while GM made only an 11 percent gain in productivity.
General Motors' drive to lower costs will likely result in 
more out-sourcing of production from in-house facilities, 
making deeper cuts in management personnel and putting 
more pressure on its suppliers to lower costs. GM is still 
demanding 20 percent price cuts from its suppliers. Suppli 
ers are angry, but since GM spends between $30 and $35 
billion a year on automotive parts in the U.S., it is a buyer 
few can ignore.
GM has already announced that it will cut 20,000 white- 
collar positions nationwide by 1995. Moreover, GM has 
informed its 21,200 laid-off blue-collar workers that the 
JOB bank fund will be exhausted at the end of this year. 
JOB bank workers have been getting full pay and benefits 
even though they had lost their regular production jobs. 
Many of these white- and blue-collar workers are in Michi 
gan, but no firm percentage is known.
Employment remained unchanged in the state's service- 
producing sectors in the third quarter, as gains in services 
were completely offset by losses in all other sectors. Gov 
ernment employment rose 0.7 percent in the third quarter.
Unemployment fell slightly in the third quarter, with the 
state unemployment rate dipping below 9.0 to 8.9 percent.
The state's short-term employment outlook is mixed. 
The Detroit Help-Wanted Advertising Index moved up 2.9 
percent, indicating that employment could increase slightly 
in the state's service-producing sectors. However, a 3.7 per 
cent drop in the state's Index of Leading Indicators suggests
that employment could decline, marginally, in the. state's 
goods-producing sectors.
All three of the statewide components of its Index of 
Leading Indicators deteriorated in the third quarter. Average 
weekly hours of production workers fell 1.9 percent, while 
the number of new claims for unemployment insurance rose 
10.1 percent. Finally, the number of new dwelling units put 
under contract fell 7.9 percent
Outlook for West Michigan
Total employment rose 0.3 percent in the five metropoli 
tan areas of West Michigan during the third quarter of 1992. 
Modest employment gains were seen in the region's service- 
producing industries and government. The short-term out 
look calls for little employment growth in the coming 
months.
Employment in the West Michigan goods-producing sec 
tor was off 0.1 percent in the third quarter, after falling 0.2 
percent in the second quarter. Modest employment declines 
occurred in the region's construction and durable goods 
industries, while employment inched up 0.1 percent in the 
region's nondurable goods sector.
The regional impact of the temporary strike at the Gen 
eral Motors plant in Lordstown, Ohio drove home the 
dependency of the region's economy on the troubled auto- 
maker. The eight-day strike forced temporary layoffs at 
Walker Manufacturing (80 workers) and Eaton Corporation 
(33 workers) in the Battle Creek MS A. In Grand Rapids, the 
Lordstown strike caused over 300 workers to be furloughed 
at the GM Inland Fisher Guide Division Plant and the CPC 
Group Metal Plant. A total of 750 additional workers were 
temporarily laid off at Benteler Industries, Prince Corpora 
tion, and Lacks Industries in the Grand Rapids MS A due to 
the strike. Finally, the General Motors B-O-C Fabrication 
Plant in the Kalamazoo MS A sent home approximately 680 
hourly workers.
Employment in the region's service-producing industries 
rose 0.4 percent in the third quarter. Employment gains 
occurred across all the major sectors. Employment in the 
region's large services sector, which includes health ser 
vices, rose by over 800 jobs. Employment in government 
was also up by 0.3 percent in the quarter.
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The West Michigan unemployment rate fell two-tenths 
of a percent to 7.5 percent in the third quarter and continues 
to stand well below the state's rate of 8.9 percent
Chart 6
West Mkhigan Employment 
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SOURCE: Based on Michigan Employment Security Commission data for 
5 MSAs in West Michigan.
The region's short-term employment forecast is not posi 
tive, however. Employment in both the goods-producing 
sectors and service-producing sectors is expected to be off 
slightly in the coming months. The region's Index of Lead 
ing Indicators, which monitors employment conditions in 
the goods-producing industries, fell 3.0 percent in the quar 
ter, while its Index of Help-Wanted Advertising, which 
tracks economic trends in service-producing sectors, 
dropped 1.4 percent.
All three of the regional components of the Index of 
Leading Indicators deteriorated in the third quarter. Average
weekly hours of production workers fell 1.7 percent At the 
same time, the number of initial claims for unemployment 
insurance rose 4.2 percent, and the number of new dwell 
ings put under construction contract fell 8.6 percent
Chart?
Unemployment Rates 





West Michigan Regional Roundtable Report
The West Michigan Regional Roundtable, whose mem 
bers represent key industries in West Michigan, met for the 
first time in early November under the auspices of the Fed 
eral Reserve Bank of Chicago. Continued growth is 
expected in the coming months by most companies repre 
sented, but not at a magnitude that will promote job 
growth.
Although national surveys report falling consumer con 
fidence, roundtable participants found consumer expendi 
tures to be higher than expected over the past quarter. 
Pent-up demand and improving household financial condi 
tions were cited as the primary reasons for the healthy 
growth of consumer expenditures.
West Michigan financial institutions are experiencing 
strong consumer loan activity, and area homeowners con 
tinue to take advantage of historical low interests to refi 
nance their mortgages. Overall, homeowners are keeping 
their monthly payments the same, while lowering the term 
of the mortgage. It remains uncertain whether this sug 
gests future increases in consumer spending as consumers 
improve their equity positions, or whether it indicates con 
sumers striving for a more financially conservative lifes 
tyle. The region's financial institutions also reported that 
commercial and industrial loan activity have not yet 
recovered.
Across all industries represented at the table, new 
orders are being met through increased productivity on the 
shop floor and in the office. Employment levels are 
expected to remain unchanged in the coming months, with 
the only exception being in the number of office workers.
Increased office efficiency has allowed several of the par 
ticipants to cut back their number of white-collar workers 
while handling increasing orders.
Moves to enhance office efficiency through restructur 
ing and downsizing white-collar positions nationwide sug 
gest limited growth in the region's larger office furniture 
industry. However, the industry, which traditionally lags 
behind most other industrial sectors in coming out of a 
recession, is seeing renewed growth.
Auto suppliers still face spotty markets. While some 
regional companies are experiencing increased orders, 
others are flat. Although the average car on the road is 
older than at any previous time, it is also of better quality. 
Not only are consumers buying new cars less often, but 
their current vehicles need fewer repairs.
In the auto industry, as well as the appliance and furni 
ture sectors, inventories are almost nonexistent Produc 
tion is tied to final sales more than ever before, squeezing 
distributors and wholesalers and allowing retailers to 
avoid expensive flooring charges.
Finally, there was general agreement around the table 
that since the national economy was expected to experi 
ence only modest growth in the coming year, foreign mar 
kets would offer greater growth potential than domestic. 
Mexico, Latin America, and the Pacific Rim countries 
were cited as growth areas. Although ah* agreed that 
exports should provide a boost to the West Michigan econ 
omy, several cited the importance of "producing where 
you sell."
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The BUSINESS OUTLOOK 
for the BATTLE CREEK MSA
Total employment increased 0.4 percent in the Battle 
Creek MSA during the third quarter of 1992. Strong employ 
ment gains in the area's service-producing sector offset dis 
appointing job losses in its goods-producing sector. In the 
coming months, modest employment reductions are 
expected across the board.
Employment in the area's construction sector rose a 
handsome 1.9 percent in the third quarter, despite a 7.5 per 
cent decline in the number of dwelling units put under con 
tract during the quarter. Employment in manufacturing fell 
0.8 percent, with employment falling a full percent in the 
area's traditionally stable nondurable goods sector.
Chart BC-1
Battle Creek Employment 
Percentage Change
0.8* 0.8*
Goods —Producing Private —Service Government Total 
Producing
Percent Change, P5SS Percent Change, 
Second to Third fvv3 Third to Third
Several of the area's manufacturers announced plant 
expansions. Nippondenso plans to enlarge its current facil 
ity by 90,000 square feet for the production of aluminum 
radiators and heaters. Continuous productivity gains by the 
company may eliminate the need to hire more workers, 
however. Union Pump released its plans to build a $1.66 
million expansion, which could add nearly 40 jobs to its 
current workforce of 300 workers within a year. Finally,
Systex Products has started construction of a facility that, 
when it opens in June, will bring about 50 new jobs into 
Fort Custer Industrial Park. It will manufacture plastic com 
ponents primarily for the automotive industry.
Employment in the area's service-producing sectors rose 
a healthy 0.8 percent in the third quarter. Employment gains 
were shared by all sectors except wholesale trade. The 
strongest gains were made in services where over 150 new 
jobs were created. Employment in government also 
increased at a seasonally adjusted rate of 0.8 percent in the 
quarter.
State Farm Insurance announced its long-range plans for 
a new $35 million facility that will nearly double its current 
facility in Marshall. The insurer's regional office currently 
has 800 employees and has been adding about 20 employ 
ees per year.
The unemployment rate for the Battle Creek MSA did 
not budge in the third quarter, despite the 0.4 percent 
increase in total employment. At 7.6 percent, the area's job 
less rate remained well below the state's rate of 8.9 percent. 
The healthy gains in the area's service-producing sectors 
were in sharp contrast to the lack of any movement in those 
sectors statewide. The area's 0.8 percent decline in manu 
facturing employment was higher than the state's, however.
In the coming months, modest employment reductions 
are expected in both the area's goods- and service-produc 
ing sectors. The Battle Creek Index of Leading Indicators 
fell 3.3 percent in the quarter, and its Index of Help-Wanted 
Advertising dropped 5.4 percent. Moreover, according to a 
recent survey conducted by Manpower Employment Ser 
vices, only 13 percent of area employers expect to hire addi 
tional workers in the final quarter of 1992, compared to 30 
percent last year.
All three local components of the Index of Leading Indi 
cators were off in the quarter. Average weekly hours worked 
by production workers fell a sharp 2.3 percent, while the 
number of new unemployment claims rose 4.6 percent. As 
mentioned above, the number of dwelling units put under 
contract were down as well.
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Table BC-1
Battle Creek (Calhoun County) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems
Company, ad count from Battle Creek Enquirer and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to rounding.
a. New dwelling unit data are seasonally adjusted annual rates. ___
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The Construction Index, showing trends in residential and nonresidential construction nominal expenditures from 1983 to the present, is a new chart 
appearing in Business Outlook. It is based on a 6-month moving average and is benchmarked to 1984.
SOURCE: McGraw Hill, F.W. Dodge Division.
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The BUSINESS OUTLOOK
for the BENTON HARBOR MSA
Total employment moved up 0.3 percent in the Benton 
Harbor MSA during the third quarter of 1992. Robust 
employment gains in construction and government offset 
modest declines in manufacturing. Area employment should 
remain fairly stable in the coming months.
Employment in the area's goods-producing sectors 
increased a scant 0.1 percent in the third quarter, although 
employment in the area's construction industry rose a sharp 
2.1 percent. Employment in the area's manufacturing sector 
fell a modest 0.1 percent. A strong 1.9 percent employment 
jump in nondurable goods production was erased by a 0.8 
percent decline in the area's larger durable goods production 
sector. The decline in durable goods employment was due, 
in part, to a 12-day strike at National-Standard Company in 
Niles. The strike affected over 200 workers at the wire- 
maker.
Chart BH-1
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Zenith Data Systems won a three-year, $740.3 million 
military contract to build up to 300,000 personal computers 
for the U.S. Air Force and other Defense Department agen 
cies. The computers will be assembled at the company's St. 
Joseph facility, which remains the principal manufacturing 
plant of ZDS. Company employment levels are down to 
1,400 in Berrien County, and it remains unclear how many 
of the company's laid-off workers will be recalled.
Dawson Manufacturing Company, a minority-owned 
business, announced that it will move into the Cornerstone 
Industrial Park by May and employ about 60 workers. The 
auto supplier plans to employ 150 people within two years. 
It already has major contracts on line with the Big Three 
auto companies for its injection-molded rubber components.
Employment in the area's private service-producing sec 
tor remained unchanged in the third quarter, after rising 0.3 
percent in the previous quarter. Employment gains in 
finance, insurance, and real estate, in wholesale trade, and in 
transportation and public utilities offset declines in services. 
Government employment increased 1.5 percent in the third 
quarter.
Area unemployment slipped below 9 percent in the third 
quarter, matching the state's rate of 8.9 percent. Overall, the 
area's economy outperformed the state in terms of employ 
ment growth, due to its manufacturing sector being more 
stable.
Little or no change is expected in area employment in the 
coming months. The Benton Harbor Index of Leading Indi 
cators fell 2.3 percent, and its Index of Help-Wanted Adver 
tising was off a slight 0.7 percent in the third quarter. This 
outlook is further supported by a recent Manpower Employ 
ment Survey of area employers. Of those surveyed, 80 per 
cent reported that they did not expect to change their current 
employment levels in the final quarter of 1992.
The local components of the Index of Leading Indicators 
were mixed in the third quarter. Average weekly hours of 
production workers fell 1.0 percent, and the number of new 
dwelling units put under contract dropped 7.9 percent On 
the plus side, the number of new claims for unemployment 
insurance dropped 5.3 percent.
Finally, a new, innovative partnership between the City 
of Benton Harbor, Cornerstone Alliance, and Lake Michi 
gan College, called the Community Workforce Program, 
has been forged to address the needs of the chronic unem 
ployed. Targeting individuals who have been unemployed 
for at least three years, the program offers long-term 
employment opportunities through training programs that 
are similar to apprenticeships. Moreover, the program has 
hiring commitments for its graduates from nine area 




Benton Harbor (Berrien County) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems
Company, ad count from Benton Harbor Herald Palladium and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to Founding.
a. New dwelling unit data are seasonally adjusted annual rates. __ ___ ___
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The Construction Index, showing trends in residential and nonresidential construction nominal expenditures from 1983 to the present, is a new chart 
appearing in Business Outlook. It is based on a 6-month moving average and is benchmarked to 1984.
SOURCE: McGraw Hill, F.W. Dodge Division.
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The BUSINESS OUTLOOK 
for the GRAND RAPIDS MSA
Total employment rose a modest 0.2 percent in the third 
quarter of 1992 in the Grand Rapids MSA. Employment 
gains were recorded across nearly all the major sectors of 
the local economy except government and construction. In 
the coming months, employment should at least hold steady, 
with job gains possible in the area's service-producing sec 
tors.
Goods-producing employment rose 0.3 percent in the 
third quarter due to a strong 0.7 percent increase in nondura 
ble goods employment. Employment in the area's larger 
durable goods sector inched up 0.1 percent. Construction 
employment slipped 0.2 percent.
Chart GR-1
Grand Rapids Employment 
Percentage Change
Goods-Producing Private-Service Government Total 
Producing
Percent Change, POT Percent Change, 
Second to Third B23 Third to Third
Recent announcements suggest that the area's office fur 
niture sector has finally turned the corner. Steelcase has 
recalled all but 58 of its 1,000 production workers laid off 
during the past year. Moreover, the company has returned to 
its normal 45-hour workweek schedule, which had dropped 
to as low as 36 hours a week. In addition, Irwin Seating will 
forgo its typical fall season layoffs, as a result of winning a 
$1.25 million contract to manufacture classroom seating for 
El Salvador. Finally, the U.S. Justice Department ordered 
the release of about $20 million worth of government back- 
logged orders for office furniture for bid by the private sec 
tor. The orders were among an estimated $60 million worth 
of orders being held by Federal Prison Industries.
Good news was also reported in the area's strong auto- 
related industries as well. Lack Industries expected to hire 
120 more workers when it builds a $6 million plant in Kent- 
wood, the company's llth manufacturing site in the area. 
The injection molding plastic parts producer expects to add 
about 200 jobs next year to its workforce of 1,300 people. 
Leon Plastics is hiring 83 workers to produce parts for 
NUMMI Motors, a joint venture between GM and Toyota 
Motors. Finally, Donnelly Corporation in Holland won a 
contract with Ford to supply high-tech, rear-view automo 
bile mirrors.
Employment in the area's service-producing sector rose 
0.4 percent in the third quarter. All sectors gained employ 
ment except retail trade, which held steady. Old Kent Finan 
cial Corporation is building an $8 million addition to its 
customer service center. The 63,000-square foot addition 
will be completed in two phases, the first in spring of 1993.
The unemployment rate for the Grand Rapids MSA 
dropped one-tenth of a percent to 7.1 percent in the third 
quarter. The area's jobless rate is well below the state's rate 
of 8.9 percent. Moreover, all sectors of the local economy 
outperformed the statewide averages, in terms of employ 
ment growth, except construction.
Modest employment gains are expected in the area's ser 
vice-producing sectors, while employment levels in the 
area's goods-producing sectors are forecasted to remain 
unchanged at best. These predictions are supported by a 2.1 
percent rise in the area's Index of Help-Wanted Advertising, 
which monitors employment conditions in local service- 
producing sectors, and a 2.4 percent decline in the area's 
Index of Leading Indicators.
All of the local components of the Index of Leading Indi 
cators deteriorated in the third quarter. Average weekly 
hours of production workers fell a sharp 2.2 percent, while 
the number of initial claims for unemployment insurance 
rose 5.1 percent. Finally, the number of new dwellings put 
under contract fell 3.2 percent
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Table GR-1 
Grand Rapids (Kent & Ottawa Counties) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems
Company, ad count from Grand Rapids Press and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to rounding.
a. New dwelling unit data are seasonally adjusted annual rates.
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The Construction Index, showing trends in residential and nonresidential construction nominal expenditures from 1983 to the present, is a new chart 
appearing in Business Outlook. It is based on a 6-month moving average and is benchmarked to 1984.
SOURCE: McGraw Hill, F.W. Dodge Division.
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The BUSINESS OUTLOOK 
for the KALAMAZOO MSA
Total employment in the Kalamazoo MSA grew a moder 
ate 0.3 percent in the third quarter of 1992. Employment 
advances in local service-producing sectors more than off 
set employment declines in the area's goods-producing sec 
tors. In the coming months, minor employment reductions 
are expected throughout nearly all sectors of the local econ 
omy.
Employment in the area's goods-producing sectors fell 
0.8 percent in the third quarter. Employment in construction 
fell 1.5 percent in the quarter, while manufacturing employ 
ment declined 0.7 percent. Employment reductions were 
centered in the area's large nondurable goods sector. The 
Upjohn Company, in particular, eliminated about 53 posi 
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At the same time, the Upjohn Company announced two 
major expansions: an $8.4 million expansion of its fine 
chemical plant and a $250 million renovation of its main 
manufacturing facility. Few new jobs are expected as a 
result of either of these projects, however.
Stryker Corporation, a maker of medical equipment and 
instruments, announced an $8 million expansion, which will
create 100 jobs. In addition, ABEX/NWL Aerospace (for 
merly National Water Lift) decided to continue operations 
in Kalamazoo, saving 350 jobs and creating an additional 29 
jobs. The decision was influenced by a $150,000 training 
package put together by community leaders.
General Motors has transferred the work previously done 
at its Kalamazoo plant for the F car (Camaro and Firebird) 
to a plant in Ohio, as part of its effort to streamline produc 
tion operations. The bulk of work at the local plant remains 
metal stamping and tooling for GM's larger "CH" platform 
cars, such as the Buick Park Avenue, Buick LeSabre, and 
Cadillac Fleetwood.
Employment in the area's service-producing sectors rose 
a moderate 0.5 percent in the third quarter. Strong employ 
ment gains in the area's services and in finance, insurance, 
and real estate more than countered job losses in wholesale 
trade and in transportation and public utilities. Employment 
in government, including state-funded education, rose a 
sharp 1.6 percent in the third quarter, although Western 
Michigan University had a hiring freeze for a three-month 
period that ended in September.
The unemployment rate for the Kalamazoo MSA 
dropped to 5.6 percent, substantially below the national rate 
of 7.4 percent and far below the state rate of 8.9 percent 
During the third quarter, employment in the area's goods- 
producing sector fell at a greater rate than statewide, but 
employment growth in its service-producing sector out 
paced the state's average.
In the coming months, employment may fall slightly in 
both the area's goods- and service-producing sectors. The 
area's Index of Leading Indicators fell 4.0 percent, and its 
Index of Help-Wanted Advertising declined 2.1 percent
All the local components of the Index of Leading Indica 
tors regressed in the third quarter. Average weekly hours of 
production workers fell 1.2 percent, while the number of 
new unemployment insurance claims rose a sharp 15.3 per 
cent. Finally, the number of new dwelling units put under 
contract fell 12.5 percent.
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Table K-l
Kalamazoo (Kalamazoo County) Statistics 





















Private service producing ......
Transportation & pub. utilities 
Wholesale trade............
Retail trade ................


















































































































SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems
Company, ad count from Kalamazoo Gazette and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to founding.
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appearing in Business Outlook. It is based on a 6-month moving average and is benchmarked to 1984.
SOURCE: McGraw Hill, F.W. Dodge Division.
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The BUSINESS OUTLOOK 
for the MUSKEGON MSA
Total employment remained unchanged in the Muskegon 
MSA during the third quarter of 1992. Employment gains in 
public and private service-producing sectors countered 
employment losses in the area's goods-producing industries. 
The short-term employment outlook is mixed; modest 
employment growth is expected in the area's service-pro 
ducing industries, with slight job reductions in its goods- 
producing sectors.
Employment in the area's goods-producing sector fell 
1.4 percent in the third quarter, after falling 2.5 percent in 
the previous period. Both construction and durable goods 
employment stumbled 2.3 percent in the quarter. In sharp 
contrast, employment in the area's smaller nondurable sec 
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Although military spending is up this quarter, the econo 
mies of many communities nationwide have been seriously 
harmed by major defense cuts. So far, Muskegon has weath 
ered the storm. Johnson Technology was awarded a $6.6 
million contract to build jet fighter components, which 
helped to maintain the company's current payroll of almost 
325 workers. More important, it appears at this time that a 
major $342.8 million contract for Teledyne Continental 
Motors has survived a major revaluation of the Defense 
Department's need for armored vehicles. The contract may 
be slightly reduced but is not expected to impact the 200 
local jobs dependent on it.
On the downside, the Knoll Group (Westinghouse Office 
Furniture) laid off 70 production workers at the former 
Shaw-Walker furniture manufacturing plants. The cutbacks 
reduced total employment at the two plants to about 330 
workers. Finally, Howmet substantiated rumors by 
announcing that it is moving its ceramic core manufacturing 
division to Tennessee, eliminating 344 jobs by 1994.
Employment in the local service-producing sector rose a 
moderate 0.4 percent in the third quarter, on top of a 0.7 per 
cent increase in the second quarter. Employment gains in 
finance, insurance, and real estate, in services, and in retail 
trade erased declines in wholesale trade. Government 
employment rose a healthy 1.1 percent in the quarter.
The unemployment rate for the Muskegon MSA rose 
one-tenth of a percent to 12.0 percent in the third quarter. 
Although the area's jobless rate is above the state's average, 
job growth in the third quarter matched that of the state. The 
area's service-producing sector outpaced the state overall; 
however, its struggling manufacturing sector put in a disap 
pointing performance.
In the coming months, further modest employment gains 
are expected in the area's service-producing sectors, while 
the battered goods-producing sector will remain steady at 
best. The area's Index of Help-Wanted Advertising, which 
tracks employment opportunities in the service-producing 
sectors, rose 1.9 percent. In contrast, the area's Index of 
Leading Indicators, which monitors employment conditions 
in the goods-producing sectors, fell 1.5 percent.
The local components of the Index of Leading Indicators 
were mixed in the third quarter. Average weekly hours 
worked by production workers grew a full percent in the 
quarter. On the negative side, the number of new claims for 
unemployment insurance inched up 0.5 percent, and the 
number of new dwelling units put under contract fell 5.1 
percent.
Now in its third year, the Muskegon County "Cash" pro 
gram, designed to encourage consumers to buy locally, is 
still going strong. The "cash" is actually certificates in $5 
and $20 denominations, with no discounts, that can be used 
like money or a check at more than 80 retailers and restau 
rants in Muskegon County. Last year $180,000 in certifi 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems
Company, ad count from Muskegon Chronicle and employment data from MESC. National components in Table A-3.
NOTE: Categories may not sum to total due to Founding.
a. New dwelling unit data are seasonally adjusted annual rates.________________________ _______
Muskegon MS A 















1984 1985 1986 1987 1988 1989 1990 1991 1992
The Construction Index, showing trends in residential and nonresidential construction nominal expenditures from 1983 to the present, is a new chart 
appearing in Business Outlook. It is based on a 6-month moving average and is benchmarked to 1984.
SOURCE: McGraw Hill, F.W. Dodge Division.
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Definition of Terms
Business Cycle Turning Dates
The Historical business cycle turning dates used in this report 
are those designated by the National Bureau of Economic 
Research, Inc. (NBER). They mark the approximate dates when, 
according to NBER, aggregate economic activity reached its cycli 
cal high (peak) or low (trough) levels.
Employment
In this quarterly, "employment" is used instead of the more pre 
cise term, "wage and salary employment." The MESC employ 
ment data shown refer to "jobs by place of work," or 
oonagricultural employment.
Goods Producing: The estimate of the number of workers 
on the payrolls of privately owned firms engaged in the produc 
tion of durable or nondurable goods, construction and mining.
Private Service Producing: The estimate of the number of 
workers on the payrolls of privately owned firms that provide 
services rather than goods.
Government: The estimate of the number of workers on 
national, state, or local governmental payrolls.
Index of Leading Indicators, United States
A (composite) index based on 11 major components. Marginal 
employment adjustment measures include average weekly hours in 
manufacturing employment and average weekly initial UI claims. 
One of the two job vacancy series is Help-Wanted Advertising. 
New private housing units are part of the fixed capital investment 
component. For a complete list see Survey of Current Business and 
the 1984 Handbook of Cyclical Indicators. The U.S. Department of 
Commerce, Bureau of Economic Analysis.
Initial Claims
A count of the number of new claims filed for unemployment 
insurance (UI) for regular state programs. Each initial claim filed 
indicates a new spell of unemployment for an experienced work 
ers. In Michigan, to be eligible for benefits, an individual must 
have earned wages of at least 30 times the state minimum hourly 
wage during not less than 20 of the 52 consecutive calendar weeks 
preceding the benefit year. Each such week is termed a "credit 
week." An individual may qualify with as few as 14 credit weeks, 
however, if base period wages have been in excess of 20 times the 
state average weekly wage.
Michigan Employment Security Commission (MESC)
Michigan Employment Security Commission is a state agency 
that administers the Job Service and the state/federal unemploy 
ment insurance programs and provides labor market information in 
keeping with state and federal reporting requirements.
MSA (1983 definition)
In all but New England, one or more counties are defined as a 
Metropolitan Statistical Area if they contain the following: a large 
population nucleus (a central city or "urbanized" area) with adja 
cent communities which have a high degree of economic and social 
integration. Adjacent counties are included if they have 60 persons 
per square mile, and/or substantial 1970 to 1980 population growth 
(20 percent) with 10 percent residing within the urbanized area and 
a commuting pattern with 15-20 percent of residents working 
within the central city or urbanized area.
MS As are also defined as major labor market areas by the Mich 
igan Employment Security Commission (MESC). Those labor mar 
ket areas outside of the MS As have the peninsula or county name.
National Association of Purchasing Management 
Selected Components Indexed
The NAPM conducts a monthly survey of purchasing managers 
from a scientifically selected sample of firms across the nation. 
Responses indicate only the direction of change; the percentage 
reporting favorable changes minus those with unfavorable changes 
plus 100 equals the index as shown in this quarterly. For those 
familiar with diffusion indexes, these indexes represent two times 
the percentage reporting a change in a favorable direction, e.g., 
more new orders. (The favorable count includes one—half of those 
reporting no change.)
Time Series
A set of numbers covering a known interval or timespan (e.g., 
months or quarters) that provide information about a well-defined 
activity, process or group. For local series that consistently change 
direction in advance of overall economic activity, see Table A-3. 
Those measuring current or past economic activity are found in 
Table A^.
Unemployed
The number of persons in the labor force who are without a job 
or on layoff but not expecting to be called back. In order to be 
counted, an individual must be seeking work.
Vacancy Rate
The percentage of all housing units in existing homes or newly 
constructed units (visibly ready for occupancy) that are empty and 
therefore unoccupied. Vacancy rates in Michigan MSAs are deter 
mined by U.S. Postage Service delivery workers as part of an 
annual survey conducted for the Federal Home Loan Bank of Indi 
anapolis and the 1990 Census. See Table A-5
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Table A-l 
Index of Help-Wanted Advertising (1982=100)
Annual averages (Selected years)
Area
Battle Creek MSA. ............
Benton Harbor MSA ...........
Grand Rapids MSA ............








































































































SOURCES: West Michigan indexes based on ad counts from the Battle Creek Enquirer, Benton Harbor Herald Palladium, Grand Rapids Press, Kalamazoo 
Gazette, and Muskegon Chronicle; United States and Detroit indexes derived from (1967=100) series of The Conference Board.
Table A-2
Index of Leading Indicators (1982=100) 
(Rounded)
Annual averages (Selected years)
Area
Battle Creek MSA .............
Benton Harbor MSA ...........
Grand Rapids MSA ............




























































































SOURCES: National index from U.S. Department of Commerce, all others from the W.E. Upjohn Institute.
Technical Note 
As presently constituted, the components and the range of weights used in the Indexes of Leading Indicators are as follows:
1. Average weekly hours of production workers in manufacturing. A separate series is used for each metropolitan area and for 
the State of Michigan. Weights range from .32 to .43.
2. Initial claims for unemployment insurance (inverted). A separate series is used for each metropolitan area and for the State 
of Michigan. Weights range from .09 to . 13.
3. New dwelling units put under contract (4-term trailing average). A separate series is used for each metropolitan area and
for the State of Michigan. Weights range from .03 to .11.
In addition, each area's index includes the following national measures:
4. The proportion of firms reporting an increase in new orders. Weights range from .10 to .13.
5. The proportion of firms reporting an increase in purchased materials prices. Weights range from .10 to .13.
6. The proportion of firms reporting an increase in purchased materials inventories. Weights range from .09 to .12.
7. The proportion of firms reporting a change in vendor performance (slower delivery time). Weights range from .10 to. 13.
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Table A-3 
Components of the Index of Leading Indicators
1. Average Weekly Hours of Production Workers
Area
Battle Creek MSA ..........
Benton Harbor MSA ........
Grand Rapids MSA .........





. . . 40.7
. . . 39.8
, . . 40.7
, . . 41.5
, . . 40.5
405
. . . 40.0
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
1987 1988 1989 1990 1991 1991 1992 
III IV I II HI
43.2 42.4 41.9 42.3 42.5 42.9 42.9 42.8 43.5 42.5 
40.7 42.1 42.4 41.6 40.7 40.9 41.1 40.7 41.6 41.2 
40.1 41.2 41.3 40.7 40.1 40.2 40.3 40.7 40.8 39.9 
42.9 42.7 42.1 41.8 42.1 42.8 42.0 41.8 42.9 42.4 
40.9 40.9 41.3 40.6 39.9 39.3 39.9 40.2 39.5 39.9
41.0 41.6 41.6 41.2 40.7 40.8 40.9 41.0 41.3 40.6 
42.2 43.2 43.1 41.7 41.5 41.9 41.8 42.1 42.0 41.2 
41.0 41.1 40.9 40.7 40.6 40.8 40.8 41.1 41.0 40.8
2. Initial Claims for Unemployment Insurance (Average per week)
Area
Battle Creek MSA ..........
Benton Harbor MSA .......








Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
1987 1988 1989 1990 1991 1991 1992 
III IV I II HI
315 295 318 338 388 335 363 380 346 362 
235 252 289 272 348 322 313 319 302 286 
1,019 1,038 1,061 1,361 1,527 1,357 1,370 1,464 1,447 1,521 
336 292 339 385 398 339 348 366 373 430 
351 320 354 388 444 399 421 447 407 409
West Michigan, 5 MSAs 
Michigan............
United States.........
3,005 2,260 2,196 2,361 2,742 3,105
29,289 17,067 17,053 17,276 21,198 26,628
430,975 325,600 304,940 316,880 368,050 443,680
2,737 2,826 2,973 2,880 3,001
23,171 22,130 23,599 23,387 25,758
429,610 431,370 420,370 418,340 432,230
3. New Dwelling Units - Put Under Contract
Annual averages (Selected years)
Area
Battle Creek MSA ........
Benton Harbor MSA ......





. . . . 2,460

































































. .. 26,893 51,482 47,118 43,817 48,025 35,998 37,600 39,206 36,905 39,613 36,470
4. National Purchasing Management Association Survey (Selected components indexed)"
Annual averages (Selected years)
Component


























































SOURCES: Average weekly hours and initial claims based on information from Michigan Employment Security Commission; number of housing units put 
under contract, F.W. Dodge Division, McGraw Hill Information Systems Company; survey data from the National Association of Purchasing Management. 
Seasonal adjustments by the Institute.
a. Survey results shown here are based on percent reporting conditions favorable to economic growth minus percent reporting conditions unfavorable to eco 
nomic growth plus 100.
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Table A-4
Employment Data for West Michigan MSAs and Michigan 
(Thousands of jobs - by place of work)
Total Employment*
Labor market area
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)




Battle Creek MSA.., 
Benton Harbor MSA 
Grand Rapids MSA., 
Kalamazoo MSA.... 
Muskegon MSA ....
53.3 57.6 58.7 59.7 60.6 58.8 58.3 58.5 58.7 58.9 59.2
58.7 63.8 65.3 67.0 67.4 66.5 66.5 66.6 66.5 66.7 66.9
267.9 314.9 332.1 350.6 357.8 359.2 358.9 361.3 360.8 360.8 361.5
95.3 104.4 108.5 113.6 115.2 112.5 112.3 112.3 112.5 112.6 112.9
54.7 56.5 57.8 59.1 59.4 57.5 57.1 57.2 57.0 56.7 56.7
West Michigan, 5 MSAs 
Michigan............
529.9 597.2 622.4 650.0 660.4 654.5 653.1 655.9 655.5 655.6 657.3 
3.351.3 3.735.8 3.819.2 3,922.3 3.949.2 3.865.7 3.856.3 3.865.3 3.865.0 3.861.5 3,862.7 
Goods-Producing Employment"
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
Labor market area
Battle Creek MSA ................
Benton Harbor MSA ..............














































































205.5 205.6 204.6 204.2 203.9
1,026.3 1,030.2 1,029.2 1,030.8 1,026.5
Private Service-Producing Employment1
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
Labor market area
Battle Creek MSA ................
Benton Harbor MSA ..............






































































West Michigan, 5 MSAs 
Michigan............
261.5 316.8 331.4 353.3 365.0 366.0
1,667.1 2,018.5 2,097.5 2,177.6 2,231.1 2,206.3
366.4 366.9 367.6 368.3 369.9
2,202.6 2,205.1 2,207.4 2,200.9 2,202.0
Government Employment
Annual averages (Selected years) By quarter (Adjusted for seasonal variations)
Labor market area
Battle Creek MSA ................
Benton Harbor MSA ..............






























































































SOURCE: Michigan Employment Security Commission. Seasonal adjustments by the Institute.
NOTE: Annual employment statistics are adjusted to reflect MESC's final average annual employment figures. Quarterly estimates are subject to change due
to the addition of current quarter employment estimates.
a. Components may not add to totals because of founding.
b. Manufacturing and construction and mining.
c. Transportation and public utilities; wholesale trade; retail trade; finance, insurance, and real estate; and services.
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Table A-5 
Vacancy Rates for Selected Metropolitan Statistical Areas (MSAs) in Mkhigan


































































SOURCE: 1990 U.S. Census Summary Tape File 1 A.
•"Includes vacant seasonal, recreational, or occasional use housing units.



































































SOURCE: Federal Home Loan Bank of Indianapolis. 
NOTE: Vacancy rates for United States are not strictly comparable. In 1991 vacancy rates published by U.S. Department of Commerce show rental housing 
vacancy rates for the first, second, third, and fourth quarters of 1991 at 7.5, 7.3, 7.6, and 7.3 percent. Homeowner housing vacancy rates for the same periods 
were 1.7, 1.8,1.8, and 1.6 percent
Table A-6
Population by. Age Groups 
Five Metropolitan Areas in West Michigan
Percent Distribution
Area























































































































SOURCES: 1980 Census General Population Characteristics and 1990 Census. Summary Tape File 1A from the Michigan State Office of Management and
Budget
NOTE: The 1980 and 1990 population figures for each of the MSAs is shown on Table A-ll.
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Table A-7













Transportation & public utilities ....
Wholesale trade .................
Retail trade .....................
Finance, insurance & real estate. ....
Services .......................
Government ......................







































































































SOURCE: U.S. Department of Commerce, Bureau of Economic Analysis.
Table A-8 
Consumer Price Index
Consumer Price Index (CPI), U.S. City Average (1982-84-100)
Year
Annual 
Avg. Jan. Feb. March April May June July Aug. Sept Oct. Nov. Dec.










103.9 101.9 102.4 102.6 103.1 103.4 103.7 104.1 104.5 105.0 105.3 105.3 105.3
107.6 105.5 106.0 106.4 106.9 107.3 107.6 107.8 108.0 108.3 108.7 109.0 109.3
109.6 109.6 109.3 108.8 108.6 108.9 109.5 109.5 109.7 110.2 110.3 110.4 110.5
113.6 111.2 111.6 112.1 112.7 113.1 113.5 113.8 114.4 115.0 115.3 115.4 115.4
118.3 115.7 116.0 116.5 117.1 117.5 118.0 118.5 119.0 119.8 120.2 120.3 120.5
124.0 121.1 121.6 122.3 123.1 123.8 124.1 124.4 124.6 125.0 125.6 125.9 126.1
130.7 127.4 128.0 128.7 128.9 129.2 129.9 130.4 131.6 132.7 133.5 133.8 133.8
136.2 134.6 134.8 135.0 135.2 135.6 136.0 136.2 136.6 137.2 137.4 137.8 137.9
	138.1 138.6 139.3 139.5 139.7 140.2 140.5 140.9 141.3 141.8




























































































































SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTES: Monthly data are shown above unadjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation purposes. Although the
CPI is often called the "Cost-of-Living Index," it measures only price change, which is just one of several important factors affecting living costs. All CPI
series are linked historically to the original CPI Index for Urban Wage Earners and Clerical Workers.
These series contain no revision but are reprinted for the convenience of the user.
PERCENT CHANGE: Movements of these indexes from one time period to another are usually expressed as percent changes rather than changes in index
points. Index point changes are affected by the level of the index in relation to its base period while percent changes are not Examples of computation follow:
FlQ8.6 (1986 annual avg.) -106.9 (1985 annual avg.)1 x 100= 1.6% change 1985 to 1986, CPI-W. 
106.9 (1985 annual avg.)
[lQ9.3 (1986 December) -108.6 (1985 December)] x 100 = 0.6% change December 1985 to December 1986, CPI-W. 
108.6 (1985 December)




Selected Labor Market Indicators 
(Not adjusted for seasonal variations)







Ann Arbor . 
Detroit.... 
Flint.....





















































































Upper Peninsula 39.4 11.63 458.2 9.8 9.1
SOURCES: U.S. Department of Labor and the Michigan Employment Security Commission (most recent benchmark).
a. Preliminary. Earnings include overtime and part-time wages.
b. Seasonally adjusted rate for U.S. was 7.7 percent in July 1992 and 7.5 percent in September 1992. Seasonally adjusted rate for Michigan was 9.4 percent in
Julyl992 and 8.8 percent in September 1992.
Table A-10
Commercial Banking Data 
Second Quarter 1992















. . . . . 1,984
..... 4,634
..... 731



























































SOURCE: Federal Reserve Bank of Chicago.
a. Reported data include deposits and assets in all branches of banks with home offices in the five metropolitan statistical areas (MSAs).
b. Total transaction accounts include demand deposits, automated teller accounts, and NOW accounts.
c. Nontransaction savings include money market depository accounts (MMDA) and IRAs.
d. This category includes both time certificates and open-time certificates over $100,000.
e. Includes loans made to depository institutions, leases, and bankers' acceptances, and unearned income.
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Table A-ll 







Battle Creek MSA ..........
Benton Harbor MSA ........











































































































































































SOURCES: State of Michigan Department of Management and Budget and U.S. Bureau of the Census.



























































SOURCES: Michigan Association of Realtors and the Muskegon Board of Realtors.
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